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Dear Applicant : 

e llave considered your application f o r  tax-exempt s t a tus  under sec t ion 
501(c)(3) of the Internal Revenue Code. 

The *******  ******** *******  *  a t  you were incorporated on ****** **  **** 
i n  **  ************* ** *********** s. 

The purpose f o r  which the Corporation was formed are as  follows: 

To o f fe r  professional men arld women i n  key health care posi t ions an 
oppor t u ~ i  ty fo r  prof essiocal growth through education and peer 
association. 

The informatioil submitted with your Application Form 1023 indicates that  your 
primary ac t iv i ty  consists  of meetirgs and programs t o  encourage inf omal 
discussions of professional issues among :he members. Pr'ograms have included 
discuss ioiis of thirG party reimbursement, labor re la t ions ,  operations 
managrnent , career advancement, proprietary hospital  and government 
~ e g u l a t i o n s  . Your a c t i v i t i e s  also include recreational a c t i v i t i e s  for  members 
c\lnsistiilg of gol f ,  tennis and cocktail  hour events. 

The schedule a c t i v i t i e s  of the *** ***** are intended t o  encourage discussions 
of professional issues among the members. 

Section 50l(c)(3) of t ~ e  Code provides, i n  par t ,  for  the exemption from 
Federal illcome tax of organizatioils orgmized and operated exclusivelv for  
chsrit&le, religiezs, sc ieut i f  ic or educational purposes, no p a r t  of the net 
t:arnings of which inures t o  the benef i t  of any private shareholder or 
i11dividua1. 

211 order t o  qualify under IKC 5Ul(c)(3), an organization must be both 
"'orgauizedt' and "c:;eratedM excclusivePy fo r  one or  more purposes specified in 
that  section. If the organization f a i l s  t o  meet e i ther  the organizational 
test or  t k i e  ooperztioilal tcst, it is not exempt. (Regs. 1 . 5 0 1 ( ~ ) ( 3 ) - l ~ a ) ( l ) ) .  
The organizationai t e s t  r e l a tes  t o  the ru les  for  governing an organization 

, the purposes statec; in  its a r t i c l e s  of organization. The operational t c s t  
r e l a tes  t o  the organization's ac t iv i t i e s .  



Section 1 . 5 0 1 ( c ) ~ 3 ) - l ( c ) ( l )  of the  Regulations s t a t e s  till;: i f  more than cw 
i l ~ s u u s t a ~ i t i a l  p a r t  of an o rga i i za t ion l s  a c t i v i t i e s  is not i n  furtherance of 
exempt purposes, the  organiza t io i~  w i l l  not be regarded a s  exempt. 

111 Better  ausiness Bureau v. U.S., 320 U.S. 279 (1945), the Supreme Court 
s t a t ed  tha t  the presence of eve11 a s ing le ,  non-exempt purpose, i f  more thvl 
i ~ ~ s u b s t a l t i a l  ill nature,  w i l l  defea t  exemption under Section 501(c)(3) of the 
Code, regardless  of the manner or importalc: of the t ru ly  exempt purposes. 

k c t i o n  l .SOl (c ) (5 ) - l (d ) ( l ) ( i i )  of the Regulations provides, i n  p a r t ,  t ha t  an 
organiza t io~i  i s  iiot organized o r  operated exclusively f o r  one or  more of the 
purposes mentioned i n  sec t ion  501(c)(3) of the Code u i l e s s  it serves a publ ic  
ra ther  t h a i  a p r iva te  in t e re s t .  An organization may not be exempt i f  it is 
operated f o r  the berlef i t of pr iva te  individuals.  

Sectioii 1 .501(~) (3 ) - l (d )  (2) of the  Regulations provides t h a t  t h e  term 
ltcharitable" iilcludes r e l i e f  of the poor and d is t ressed ,  advancement of 
educatioii and science arid the promotion of soc ia l  welfare designed to 
accomplish any of the  above purposes. 

Section 1 .501(~)(3) - l (d) (3)  of the  Regulations provides, i n  pa r t ,  t h a t  t he  
te rn  "educational" r e l a t e s  t o  the  in s t ruc t ion  of the public on subjec ts  useful 
to tlie individual and benef ic ia l  t o  the community. Museums and schools are 
included i n  the  examples of educational organizations which, i f  they otherwise 
meet the  requirements of sec t ion  501(c) (3) of the Code, may qual i fy  under t h i s  
section. 

Revenue Ruling 71-504, 1971-2 C.B. 231, denied 501(c)(3) s t a t u s  t o  a c i ty  
medical society,  exempt under 5 01 ( c )  ( 6 )  of the  Code, t ha t  primarily d i r ec t s  
i ts  a c t i v i t i e s  t o  the  promotioll of the  common business puqoses  of i ts  members. 

Like the  organization described i n  Revenue Ruling 71-504, your organizatf on' s 
primary purposes a r e  t o  serve the pr iva te  i n t e r e s t s  of your members and any 
charmitable arid educational a c t i v i t i e s  are insubstant ial .  Therefore, we have 
determined that you a re  ,-rot operated exclusively f o r  exempt purposes as 
described i l l  sect ion 501(c)(3) of the  Code. You a l so  f a i l  t o  meet the 
organizational test; s ince your purposes a r e  broader tlm those described in  
sectioll  501 (c)  (3 )  of the Code. 

Accordingly, we conclude t-hat you do not  meet the requirements f o r  exempt 
s t a t u s  wider sec t ion  501(c)(3) of the  Code and propose t o  deny your request 
f o r  exemptioil u d e r  tha t  section. 

You a re  required t o  f i l e  a taxable re turn  Form 1120 o r  1041 with the  District 
Director of In terna l  Revenue Service. Please send the re turn  t o  the  Internal 
Keve~lue Service, P.O. Box 1680, General Post  Office, Brooklyn, NY 11202. 

Contributions made t o  you a re  not deductible by the  donors as chari table  
co~itr ibut iol is  as defined i n  s e c t i o ~ i  170(c) of the Code. 



If you do not agree with t h i s  determination, you may request a Conference wi th  
ule Itegional Director of Appeals by protesting i n  accordance with the e n c l m d  
instructions w i  thiil 30 days. 

Protests  suomitted which do :lot contain a l l  the documentation stated in the 
i n s t ~ u c t i o n s  w i l l  Se returned for  completion. 

If we 30 not hear from you within that time t h i s  determination w i l l  he 
considered f i n a l  and the appropriate Sta te  Officials  w i l l  be noticied. 

If you do not protes t  th i s  proposed determination i n  a timely manner, it w i l l  
be considered by the Internal Revenue Service a s  a f a i l u r e  t o  exhaust 
available administrative remedies. Section 7428(b) (2) of th(2 Internal Revenue 
Code provides i l l  pa r t  that; ''A declaratory jurlgmenr or  \lecree under t h i s  
s e c t i o ~ l  sha l l  not be issued i n  any proceeding unless the Tax Court, the Claims 
Court, or tile d i s t r i c t  court of the United Sta tes  for the District of Columbia 
determines tha t  the  organization involved has exhausted administrative 
remedies available t o  it within the Internal Revenue Service." 

Sincerely yours, 

El~closure: Publication 892 


